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Interest Rate Cut 


Effective March 30... the maximum interest rate on single-family homes insured by 
HUD/FHA or guaranteed by VA was reduced to 8% percent. The former rate... 8% 


percent. .. had been in effect since January 5, 1976. The interest rate on multifamily housing 
remains unchanged at 9 percent. 


* 


Current Trends 


Project notes totaling $820 million. . . representing 89 public housing agencies. . . were 


sold by HUD in late March at an average interest rate of 3.059 percent. The interest rate last 
month was 3.021 percent. 


Ninety Massachusetts savings banks...in a joint effort coordinated by the Savings 
Banks Association of Massachusetts... have purchased $48 million in short-term notes issued 
by the Massachusetts Housing Finance Agency. The private sale of MHFA notes to the 
banks... the first of its kind... was accomplished with no underwriting expense. The 
notes... maturing from 13 to 22 months... were offered at par value at an annual interest 
rate of 8 percent...and the proceeds will be used to refund outstanding bond anticipation 


notes until long-term bonds are sold to convert certain construction loans to permanent 
financing. 


Yields declined as FNMA issued $155.3 million in 4-month commitments to purchase 
both Government-backed and conventionally-financed home mortgages. The $121.6 million in 
commitments on Government-backed mortgages were at an average yield of 9.032 percent 
... Which converts to an average price of 98.04 for 8% HUD/FHA-VA mortgages. (The 
average in the previous auction was 9.060.) In the conventional auction... FNMA issued 


$33.7 million in 4-month commitments at an average yield of 9.132... down from 9.148 on 
March 8. 


The National Delinquency Survey of the Mortgage Bankers Association of America 
reports that the percentage of loans on which foreclosure action was started during the 
fourth quarter of 1975 dipped to 0.19 percent, not seasonally adjusted... lowest since 
mid-1971. “This represents the best indicator of the recovery in the economy and in the 
housing market,” MBA chief economist John Wetmore said. 


x 
Miami Design Competition Announced 


A design competition for Biscayne West...a new 50-acre in-town community in 
Miami has been announced. There will be 7,000 residential units and related facilities in the 
development. Prizes are: First Prize, $10,000; Second Prize, $5,000; Third Prize, $2,000; and 
Fourth Prize, $1,000. There will be 20 Honorable Mentions. A jury of nationally-known 
architects will select the winners. Registration Deadline ($50 entrance fee) is April 15, with 
close of competition on May 15. Registration: Biscayne West Design Competition, Lowe Art 
Museum, University of Miami, 1301 Miller Drive, Coral Gables, Florida 33124. 
! (305/284-3535). 





Variable-Rate Mortgage Test 


The Bank of America. .. the Nation’s largest bank. . . and one of the largest mortgage 
lenders in the country. ..has become the second California commercial bank to experiment 
with Variable Rate Mortgages. Although many California-chartered S&Ls have been offering 
this type of mortgage. .. only one other bank. . . Wells Fargo. . . has experimented with it. 


Beginning May 1...Bank of America will test-market its Vari-Rate Plan in its 61 
offices in San Diego County. It will cover all loans of $50,000 or more...and will be 
optional on loans below that amount. Vari-Rate loans will be offered at an interest rate % of 
a percentage, point below the rate on fixed-rate conventional mortgages. The rate will remain 
unchanged for a year initially...after which it may be adjusted semi-annually based on a 
Cost-of-Month Index calculated by the Federal Reserve Bank of San Francisco. 


The maximum increase in rate permitted over the life of the mortgage is 2% 
points. .. with no limit on reductions. 


* 
GNMA Mortgage Sale Announced 


GNMA has announced that it will offer for sale the remainder of its portfolio of 
mortgages obtained under the GNMA-Federal Home Loan Mortgage Corporation Conven- 
tional Home Mortgage Program. Bids will be received on May 12. 


The FHLMC and GNMA have agreed that the Mortgage Corporation will act as 
GNMA’s agent for the sale. GNMA will offer in packages all of the $700 million to $800 
million worth of mortgages remaining in the conventional mortgage portfolio. There will be 


no restrictions as to who may bid on these mortgages. Bids will be considered from any 
bidder/ purchaser. 


Mortgage interest rates on the mortgages to be offered will range from 7.5 percent to 


8.5 percent. Each mortgage package will contain mortgages at a single interest rate, all 
secured by properties in a single State or territory, serviced by the same mortgage servicer, 
and administered for GNMA by the same Mortgage Corporation regional office. 


An invitation to participate in this auction will be issued by GNMA later in April. 
The invitation will list and describe each mortgage package to be offered for sale. 


* 
Cities Bankruptcy Bill Passes 


Congress has passed... and sent to the White House... a bill requested by President 
Ford which permits bankrupt cities to defer payments to bondholders in order to continue 
to pay for the maintenance of essential services. Under existing laws... the payment of 
interest to bondholders takes precedence over the cost of maintaining police and other 
municipal services. Under the new law...a municipality may declare bankruptcy and 
postpone or reduce payments to bondholders. 


* 
Real Estate Industry Recovering 


The real estate industry is well on its way to a substantial recovery in 1976 
... according to Jerome L. Howard, president of the Mortgage Bankers Association of 
America (MBA). Speaking at a meeting of the St. Louis Mortgage Bankers Association 
... Mr. Howard noted that sales of houses are up more than 50 percent from the recession 
low at the beginning of 1975...and the strong consumer demand is now moving into the 
production side since inventories of unsold new houses have been worked down. 


He predicted that private housing starts in the first quarter of 1976 will reach the 
annual rate of 1.4 million units. ..40 percent above the number begun in the same period a 
year ago. 


“Mortgage credit is now plentiful,” according to the MBA president, “as witness the 
increase in the volume of mortgage lending by all types of financial institutions.” 





New Foreclosure Rules Proposed 


HUD has issued proposed Regulation changes that could. ..in some cases. . . permit 
tenants and former owners to continue living in HUD-insured housing after it had been 
foreclosed and turned over to the Federal Government. The proposed changes appeared in 
the Federal Register of March 19. 


The proposed amendments to HUD’s “vacant delivery” Regulation would establish 
explicit criteria under which HUD would accept from insured lenders foreclosed one- to 
four-family dwellings with tenants and former owners still occupying the premises. Currently 
...and with limited exceptions... the Regulation requires lenders foreclosing on HUD 
-insured properties to convey title to HUD with the property untenanted. 


The criteria are: No defects to property affecting use and liability; no reasonable 
prospect for sale by HUD within 5 months; a deposit equivalent to | month’s rent, and the 
willingness to sign a lease. If these specific circumstances exist... HUD would be required to 
accept the property with tenant occupancy. 


The criteria for both .tenants and former owners would permit them to continue 
living in their homes even though the lender had foreclosed and transferred title to HUD, if 
such occupancy was not otherwise detrimental to HUD. 


Public comments on the proposed changes are invited. They should be sent to the 
Rules Docket Clerk, HUD Office of the General Counsel, Room 10245, Washington, D.C. 
20410. All relevant material received on or before April 22 will be considered before 
adoption of the final rule. Copies of comments submitted will be available for public 
inspection during normal business hours. 


* 
Nation’s Housing Units Totaled 77.6 Million in 1974 


There were 77.6 million housing units in the Nation in 1974... according to a joint 
HUD-Census Bureau report. 


Of the 77.6 million housing units... 70.8 million were occupied. ..5.1 million were 
year-round housing units which were vacant...and 1.7 were vacant units intended for 
seasonal occupancy or held for migratory labor. Of all occupied units. .. 45.8 million. . . or 
64.6 percent... were occupied by their owners, and 25 million were occupied by renters. 


The Nation’s occupied housing lacking complete plumbing facilities declined to 3.2 
percent in 1974...from 3.6 percent in 1973 and 5.5 percent in 1970. Nationally... the 
proportion lacking plumbing in 1974 was nearly three times higher among renter-occupied 
units than among owner-occupied units. .. 5.4 percent compared to 1.0 percent. 


The advance report covers general characteristics of all the Nation’s housing units, 
characteristics of units constructed since 1970, and characteristics of owner- and renter- 
occupied units with Negro heads of households and those with Spanish origin household 
heads. It is the first of a series which contains the results of the 1974 Annual Housing 
Survey. 


Copies of this advance report, Part A, “General Housing Characteristics for the U.S. 
and Regions” 1974, Series H-150-74A, are available for $2.00 from the Subscribers Services 
Section, Census Bureau, Washington, D.C. 20233. 


New Publications * 


The American Institute of Planners has begun to publish a new bimonthly magazine, 
Practicing Planner. It was created to help fill a gap in-information about what is happening in 
planning. The publication has as its editorial aim the exchange of practical information of 
immediate usefulness to planners and public officials in cities and counties of all sizes. 
Practicing Planner is available to nonmembers of AJP for $15 per year domestic. .. and $20 
overseas. Order from AJP, 1776 Massachusetts Ave., N.W., Washington, D.C. 20036. 


(202/872-0611) 





New Settlement Regulations Published 


HUD has invited public comments on proposed Federal Regulations aimed at 
protecting home buyers at the time of real estate settlements. 


The proposals are designed to carry out the modified Real Estate Settlement 
Procedures Act scheduled to take effect June 30...and appeared in the March 29 Federal 
Register. 


Major safeguards of the proposed Regulations would: 


@ Require a lender to give a borrower an information booklet and good faith 
estimates of closing costs at the time he applied for the loan. 


e Allow a borrower who makes the request to examine, by right, most settlement 
costs one business day before settlement. 


e@ Prohibit fee splitting or “kickbacks” by lenders, attorneys, agents, or others who 
may be involved in the transaction, but give no service of value to the consumer. Penalities 
for violations run up to $10,000 in fines and/or a 1-year prison sentence. 


The protective language reflects the original law (RESPA) passed by Congress in 1974 
as well as amendments passed last January. Home buyers are protected, until the new 
Regulations take effect, by prior Regulations which were effective January 2. 


Comments on the proposed Regulations should be submitted by April 28 to Rules 
Docket Clerk, HUD Office of General Counsel, Room 10245, Washington, D.C. 20410. 
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